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INTERNATIONAL DRUG TRADE AND 
ITS IMPACT ON THE UNITED STATES 

I. INTERNATIONAL DRUG TRADE 



THE PROBLEM 

More than 13 million Americans buy illicit drugs and use them more than 
once per month, spending each year, by most conservative estimates, over $50 
billion -- and perhaps as much as $150 billion or more - in a diverse and 
fragmented criminal market. 2 Such drugs are to varying degrees injurious to 
the health, judgment, productivity and general well-being of their users. The 
addictive nature of many of these drugs, their high price and their illegality may 
play a role in as much as half the street crime in the United States. Drug related 
criminal activity is seen as one of the main reasons for the substantial growth 
of the U.S. prison population and over one million persons are arrested each 
year on drug related charges in the United States. 2 The U.S. illicit drug market 
generates enormous profits that enable the growth of diversified national and 
international criminal organizations and extension of their reach into local 
communities, legitimate business, and even national governments. Such profits 
provide drug trafficking organizations with the resources to effectively evade 
and compete with law enforcement agencies, and in some instances, to challenge 
the authority of national governments. 

Measured in dollar value, at least four-fifths of all the illicit drugs 
consumed in the United States are of foreign origin, including virtually all the 
cocaine and heroin. Of the marijuana consumed in the United States, 25% to 
35% is domestically produced and virtually all of the hallucinogens and illegally 
marketed psychotherapeutic drugs and "designer" drugs are of domestic origin. 3 



1 The National Drug Control Strategy: 1996 on page 12 estimates that in 1993, 
Americans spent an estimated $49 billion on illegal drugs. The former Select Committee 
on Narcotics Abuse and Control estimated that Americans spent $140 billion on illegal 
drugs in 1987. 

2 Data supporting this premise is found in The National Drug Control Strategy: 1994 
(Februaiy) on pages 10-11 which also notes that "there is strong evidence of a significant 
link between homicides and the drug trade". See also: The National Drug Control 
Strategy: 1996, p. 12. and the 1993 Interim National Drug Control Strategy, p.18-19. 

3 The National Drug Control Strategy: 1996 on page 35 estimates that as much as 
25% of the marijuana consumed in the United States is domestically grown. According 
to the NNICC Report: 1994 (August 1995), page 69, "Domestic clandestine laboratories 
produced most of the illicit dangerous drugs available in the United States." The term 
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Mexican criminal groups are increasingly playing an important role in the 
manufacture, import and distribution of methamphetamine in the United States. 

Little is known about the distribution of revenues from illicit drug sales, 
but foreign supply cartels exercise considerable control over wholesale 
distribution in the United States and illicit proceeds are often laundered and 
invested through foreign banks and financial institutions. 

Because cocaine is seen as the primary drug threat to the United States, 
and cocaine is produced and transported to the United States from the Andean 
nations of Bolivia, Colombia and Peru - mostly through Mexico — U.S. 
international drug policy has focused primarily on Latin America. 

Efforts to greatly reduce the flow of illicit drugs from abroad into the 
United States have so far not succeeded. Over the past decade, worldwide 
production of illicit drugs has increased dramatically: opium and marijuana 
production has roughly doubled and coca production tripled. 4 On the supply 
side, a major area of ongoing concern remains: how effective can international 
narcotics control programs be in helping to reduce U.S. domestic drug 
consumption? On the demand-reduction side, although the causes of demand 
reduction are disputed, cocaine use is substantially down from the mid-1980’s, 
reversing an earlier rising trend. Some individuals benefit from treatment, 
although by far the majority of those who enter treatment programs eventually 
return to illicit use. 



THE PROBLEM DRUGS AND MAJOR FOREIGN SOURCES 
Cocaine 

Approximately 1-1/2 million Americans use cocaine weekly. According to 
the Department of State’s March 1996 International Narcotics Control Strategy 
Report [INCSR], 460 metric tons of cocaine were potentially available from Peru 
in 1995; 240 from Bolivia, and 80 metric tons from Colombia. In all three of 
these countries coca leaf cultivation increased in 1995. Colombia is the center 
of the international cocaine trade. Colombian traffickers import coca base, 
refine it into cocaine, and smuggle the finished product abroad. Seventy percent 
and as high as eighty percent of the cocaine entering the United States does so 
via Mexico-up from approximately 50% in 1991. 



"dangerous drugs" in that report refers to broad categories of controlled substances other 
than cocaine, opiates and cannabis products. 

4 This conclusion is supported by production data contained in the State 
Department’s annual International Narcotics Control Strategy Reports for the years 
1986-through 1996. 
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Heroin 

There are approximately 500,000 to 750,000 regular heroin users in the 
United States. (The 1996 National Drug Control Strategy estimates the number 
at 586,000 in 1993.) Heroin is currently the target of increased U.S. drug policy 
emphasis. Its price is down from levels in the 1980’s, purity is much greater, 
and new smokable forms of opium are more user friendly — i.e., needles are not 
required. 

Some argue that if left uncurbed, drug supply creates its own demand. 
Worldwide heroin production is up and Asian trafficking organizations are 
aggressively targeting the U.S. market, causing concern in policy circles that 
U.S. heroin use may be rising. Opium comes to the United States from 
Southeast Asia, where it is produced primarily in Burma, Laos, and Thailand, 
and to a lesser degree from Southwest Asia, where major producers are 
Afghanistan, Pakistan, and India. Burma is the world’s largest producer, 
according to the U.S. Government and the U.N. Drug Control Program, 
Afghanistan is second, and Laos is third. 5 U.S. economic investment or 
assistance to these three countries, if any, is negligible, which limits U.S. 
unilateral influence on these producers. Notably, many question the ability of 
countries such as Burma to control areas where trafficking organizations 
operate, and the ability of the central government in Afghanistan to impose its 
will on rival groups is questionable at best. 

Five percent of the heroin seized in the United States in 1994 was produced 
in Mexico. Europe and Africa (Nigeria) are major transhipment points for Asian 
heroin to the United States. 6 

Marijuana 

The peak year for illicit drug use in the United States was 1979, when an 
estimated 12.8% of the population aged 12 and older -- 23 million Americans — 
used marijuana at least once a month. Between 1979 and 1993 the rate of 
marijuana use steadily declined to 4.3% in 1993. Among youths aged 12 to 17, 
the rate of marijuana use declined from 16.8% in 1979 to 4.0% in 1992. 
However, the 1994 National Household Survey on Drug Abuse showed that 
marijuana use among 12- to 17-year-olds had almost doubled during the period 
1992-1994, and that approximately 1.6 million use marijuana at least once a 
month. Among the general population the rate of use has increased slightly 
since 1992, rising to 4.8% - or 10 million Americans aged 12 and older using 
marijuana at least once a month. For some time prior to this, marijuana was 
not a top priority drug — and some would say a "back burner" issue — in many 
drug policy and law enforcement circles. This policy de-emphasis was due, to a 
large degree, to budgetary restraints and the fact that other drugs are perceived 



5 See: The Department of State’s International Narcotics Control Strategy Report , 
March 1996. 

6 See The NNICC Report 1994 (August 1995), pages 31 and 34-35. 
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as a greater danger to society, but some of it may well be attributed to 
attitudinal changes by some users who see marijuana use as non-addictive and 
perhaps only minimally injurious to health. 

Colombia is one of the world’s largest producers of marijuana, second only, 
if at all, to the United States. Mexico falls in third place, and Jamaica trails as 
a weak fourth. [Note that State Department INCSR data on worldwide drug 
production does not include U.S. marijuana production or export data, but the 
August 1995 National Narcotics Intelligence Consumers Committee (NNICC) 
Report indicates that Mexican drug organizations are responsible for smuggling 
50-60% of the Marijuana available in the United States in 1994, most of it 
across the southwest border.] A February 1996 Drug Enforcement 
Administration (DEA) report (No. 96014) notes that the potential amount of 
Colombian marijuana available for consumption has increased 338% over the 
last 6 years and cites this increase as a resurgent drug threat. 

Synthetics 

A variety of illegal synthetic drugs which include stimulants and 
hallucinogens are of concern to U.S. policy makers. Most of these are U.S. 
produced varieties, Taiwanese "ice" being an exception. According to current 
Drug Abuse Warning Network (DAWN) statistics, methamphetamine stimulant 
use in certain midwest regions has more than doubled since 1991. The August 
1994 NNICC report indicates that Mexican organizations have replaced U.S. 
outlaw motorcycle gangs as the primary producers, and distributors in western 
states. 



THE FEDERAL RESPONSE 

Overview, Historical Perspective, and Policy Pro-Cons 
Overview 

The federal anti-drug initiative has two major elements: (1) reduction of 
demand and (2) reduction of supply. Reduction of demand is sought through 
education to prevent dependence, through treatment to cure addiction, and 
through measures to increase prices, to "hassle" and embarrass, and to increase 
the risk of risk of apprehension at the consumer level. Reduction of supply 
(which accounts for about 67% of the $15.1 billion federal anti-drug control 
budget proposed for FY1997) is sought by programs aimed at destabilizing the 
operations of illicit drug cartels at all levels, and by seizing their products and 
assets. Much of this action occurs within U.S. states and cities, but as most 
illicit drugs are imported, a major interdiction campaign is conducted on the 
U.S. borders, at ports of entry, on the high seas, and on major foreign 
transshipment routes and production sites. An international program of source 
crop eradication is also being pursued. Federal policies for the reduction of 
illicit supply have major international components. 
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International cooperation is a cornerstone of U.S. counter-drug policy. The 
Clinton Administration views the U.N., the Organization of American States 
(OAS), and other regional organizations as important vehicles for implementing 
U.S. policy. Curbing money laundering and seizing drug-related assets is an 
important tool of U.S. drug policy. Curbing precursor chemical sales [sales of 
chemicals needed to manufacture and process illicit drugs] is an important 
element as well. 

Historical Perspective 

Throughout successive administrations, United States international drug 
control policy has remained largely a supply-reduction, law enforcement-oriented 
policy. The effectiveness of such policies has been a matter of dispute. The 
chilling effect of law enforcement/interdiction policies in deterring new users — 
and discouraging existing ones — is debated as exact data are not available. 
Cocaine use, however, since the 1980’s has declined by some two million users, 
reversing an earlier trend. 

Drug supply-line interdiction is both a foreign and domestic policy issue. 
Many argue that the United States should intensify law enforcement activities 
designed to disrupt the transit of illicit narcotics as early in the 
production/transit chain as possible - well before the drugs reach the streets of 
the United States. Such policies are designed to provide some early deterrence 
to trafficking activity; to raise risks to traffickers; and to raise drug prices while 
cutting drug availability. They are also designed to signal a strong national 
political and moral commitment to combat illicit drug use and the organizations 
engaged in such activity. Effective drug interdiction is conceded to be very 
difficult because, while limiting its police powers, the United States is the 
world’s greatest trading nation, with vast volumes of imports daily flowing 
through hundreds of sea, air, and land entry facilities that are designed to 
facilitate human and materials exchange. 

Policy Pro-Cons 

Proponents of supply reduction oriented policies suggest that federal 
funding mechanisms and federal bureaucratic structures are best tailored to 
tackle illicit drug supplies that flow interstate and from foreign sources where 
they originate. In contrast, they suggest that demand-reduction programs, 
which are implemented at the state and local levels, are best funded and 
administered at those levels. 

Opponents of supply-reduction policy generally question whether reduction 
of the foreign supply of narcotic drugs is achievable and whether it would have 
a meaningful impact on levels of illicit drug use in the United States. Such 
critics note that world drug production is expanding, and see interdiction as 
costly and at best able to seize only a small percentage of illicit drugs entering 
the United States. They suggest that given a best-case scenario, one in which 
illicit drug supplies to the United States were severely curtailed, users would 
simply pay more for their drugs or switch to substitute drugs. For such 
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analysts, the purpose of interdiction programs is to hold the line and buy time 
for policymakers to implement effective demand-reduction programs within the 
United States. Thus, they maintain, the ultimate solution to the U.S. drug 
problem is reduction of demand at the source, and not reduction of supply at the 
source. Such demand-reduction programs emphasize education, prevention, 
treatment, and rehabilitation. However, a major obstacle to implementation of 
such policies is a lack of effective treatment regimes. 

Clinton Administration Policy Directions 

The Clinton strategy continues to define cocaine as the primary threat and 
upgrades heroin to a close second. 7 The Administration during its tenure has 
attempted to place greater emphasis on demand-reduction measures and has 
scaled back drug interdiction programs in transit zones — primarily south of the 
U.S. border. It envisions a shift of resources from interdiction beyond U.S. 
borders and territorial seas towards host nation enforcement programs with 
countries that demonstrate the will to combat the international narcotics trade. 
Implementation of the policy emphasizes aid programs that focus on source 
country institution building, particularly law enforcement and judicial 
institutions. Public awareness and demand-reduction programs in foreign 
countries are given modestly enhanced emphasis. Added emphasis is placed on 
arrest and prosecution of traffickers, both in the United States and abroad. The 
strategy also makes clear that legalization, both in supply and transshipment 
countries as well as in the United States, is not a viable policy option. 

Administration spokesmen have argued that previous interdiction efforts 
have been costly and ineffective in curtailing supply and have alienated many 
in countries with whom we need friendly relations. The central problem is U.S. 
demand and the poverty and governmental weakness of some developing 
nations. Consequently, a wise policy should strike at the true source of the 
problem though treatment, education and rehabilitation at home, while shoring 
up the ability of drug-producing and transit nations to curb illicit drug 
production and trafficking. 

However, in response to public and congressional pressure, and perhaps 
spurred by a need not to appear soft on drugs and crime in the eyes of the 
electorate, the Administration’s recent budget requests reflect strong federal 
supply reduction policies with 67% of all federal drug control resources devoted 
to reduction of supply. 

The Administration’s FY1997 drug control budget request totals $15.1 
billion. Resources for international programs, which constitute 3% of the drug 
budget request, would increase by 25.4% from $320 million in FY1996 to $401 
million in FY1997. The State Department’s FY1997 request for international 
narcotics progr ams totals $193 million, up $78 million from FY1996 enacted 
levels of $115 million. Major components of the State Department request 



7 See The National Drug Control Strategy: 1996, which emphasizes that "Heroin 
presents a particularly grave threat to the American people" (p. 12). 
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include (1) $116.2 million for Latin American Programs; (2) $27.2 million for 
Latin American inter-regional aviation support; and (3) $18.8 million for 
programs in Asia, Africa and Europe. The FY1997 funding request for 
interdiction, which constitutes 10% of the federal drug control budget, increased 
by 7.3% over FY1996 levels, from $1.3 to $1.4 billion. On June 27, 1996, the 
Senate Appropriations Committee recommended $160 million for the 
Department of State’s international narcotics control budget — $10 million 
higher than the amount approved earlier by the House (H.R. 3450, S.Rept. 104- 
295). 

Congressional Drug Policy Directions 

Congress has long continued to fund a drug policy which emphasizes drug 
supply reduction and punishment measures as a means of deterring users as 
well as traffickers, thereby reducing demand. In particular, many Members of 
Congress question the soundness of reducing drug interdiction programs and see 
nonpunitive demand-reduction measures, such as treatment, as not working. 
Many see the President’s desire to emphasize demand-reduction programs and 
his initial budgetary de-emphasis of the interdiction aspects of U.S. drug policy 
as a retreat in the war on drugs and a betrayal of leadership in moral values. 
Some view such policies as contributing to recent increases in illicit drug use by 
high school students. 

Congressional opponents of the Administration’s drug policies seek strong 
interdiction programs, strong penalties for drug trafficking, beefed-up law 
enforcement, and at least a modicum of corollary control over illegal 
immigration. Corruption is seen as a major obstacle to implementation of U.S. 
drug programs in foreign countries -- even in countries certified as fully 
cooperating with the United States on narcotics issues such as Mexico, Bolivia 
and Peru. And free-trade borders with Mexico have led some critics to refer to 
NAFTA as the "North American Free Drug Agreement." Some in Congress are 
also skeptical of the ability of multinational organizations such as the U.N., the 
OAS, and others to function effectively and to adequately promote U.S. policy 
interests - in drug matters or otherwise. Some in Congress have been critical 
of the Administration’s March 1996 decision to certify Mexico as fully 
cooperating with the United States, instead of applying foreign aid or trade 
sanctions against Mexico as was done with Colombia. 

Congress and the Administration have steadfastly rejected arguments by a 
small but vocal school of critics that the U.S. counter-drug approach is based too 
much on law enforcement measures and ignores health and broader societal 
goals of reducing overall harm to society. Some activists point to damage caused 
by the spread of AIDS and the commission of crimes by addicts in furtherance 
of a need to feed costly addictive habits. In this critique, punishment and 
interdiction raises drug prices and criminal profits, stimulates underground, 
profit-driven corruption and has proven ineffective. For a minority in the 
academic, law enforcement, and health policy community, decriminalization of 
drug use is seen as a promising option. 
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Impact of U.S. Drug Control Policies on 
Other Foreign Policy Goals 

Pursuit of anti-drug goals can undermine foreign policy interests and bring 
political instability and significant economic loss to countries where narcotics 
production has become entrenched economically and socially. Drug supply 
interdiction programs and U.S. systems to facilitate the international movement 
of goods, people, and wealth are often at odds. U.S. international narcotics 
policy requires cooperative efforts by many nations and must operate in the 
context of competing foreign policy goals. 

Despite a national political resolve to deal with the drug problem, inherent 
contradictions regularly appear between U.S. anti-drug policy and other policy 
goals and concerns. U.S. narcotics policy seeks reduction of the supply of illicit 
drugs to the United States and reduction of user demand within the United 
States. On the other hand, important aspects of U.S. foreign policy aim at 
promoting the political and economic stability of U.S. friends and allies and 
avoiding excessive involvement in their internal affairs. 

Important issues for some in Congress center around the degree to which 
U.S. foreign drug policy may give support to government institutions that may 
be prone to suppress human rights in countries such as Peru, Bolivia, or Burma. 
Another is whether pressing some countries too hard on drug demands — i.e., 
perhaps Colombia — may weaken the hand of those in the society and 
governmental sector who support U.S. drug policies through internal political 
processes and change. Finally, some argue that as the drug trade often brings 
at least short-term economic benefits to a country’s economy - such as 
employment and income to farmers who live at marginal subsistence levels — 
pushing foreign politicians hard to eradicate crops risks loss of the popular 
support required to maintain power so they can work towards achieving joint 
counter-narcotics goals. 

Impact of Drug Trade on Drug-Producing 
or Transit Nations 

Drugs bring big sums to drug-producing and transit countries, and in some 
instances foster the growth of powerful criminal organizations such as the 
Colombian and Mexican "cartels." In the newly published book, the Andean 
Cocaine Industry (St. Martin’s Press, 1996), authors Patrick Clawson and Rens 
Lee suggest that drug trade income constitutes 4-5% of Peru and Bolivia’s GDP 
and 7-9% of Colombia’s. In the case of Mexico, it is generally estimated that the 
illegal drug trade generates $30 billion per year and the U.S. Treasury estimates 
that Mexican financial institutions launder in the neighborhood of $10 billion 
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per year. 8 Very conservatively speaking, such laundering activity alone would 
yield $1 billion in processing fees into the hands of criminal elements. 9 

Drug money brings corruption. A June 12th GAO report (NSIAD 96-112), 
cited corruption as one of 5 major obstacles to effective implementation of 
U.S./Mexican efforts to combat drug trafficking. The press is full of reports of 
of the spreading corruption scandal in Mexico linked to operations of the Ex- 
President’s jailed brother (e.g., Washington Post, July 11, 1996, A-2). It is 
suspected that some of the funds deposited in Swiss and other accounts by Raul 
Salinas were illicit drug profits. 

Corruption in some countries such as Panama and Nigeria, where the drug 
trade flourishes, is so endemic that academic pundits often refer to these two 
nations as "kleptocracies." Panama’s President has acknowledged that a 
company linked to drug traffickers gave $51,000 to his 1996 election campaign. 
Allegations of receipt by Colombia’s president of drug money were a deciding 
factor in President Clinton’s March 1996 decision to cut of aid to Colombia. 10 

A nagging question for U.S. policymakers is what effect corruption will 
have on a host nation’s ability to implement U.S. promoted or assisted counter- 
narcotics programs. Bluntly, the question becomes: what is the sense of having 
a program if corrupt officials implement it? Moreover, corruption severely 
undermines often fledgling democratic institutions. If, indeed, drug related 
corruption is rampant in many major drug-producing and transit countries as 
it appears to be, then this corruption can be said to pose a major threat to the 
democratic functioning of institutions in those countries and ultimately to the 
survival of democracy in these nations. 

Finally, there appears to be a link between drug production and/or a 
nation’s role in promoting the drug trade and illicit drug use. Heroin-producing 
nations such as Pakistan, Thailand and Burma have substantial addict 
populations. Increasingly, cocaine-producing or transit countries such as 
Colombia and Mexico are experiencing drug consumption problems. 



8 See: Traffickers: Mexico’s New Desperados by Molly Moore and John Andersen, 
Washington Post, April 28, 1996, A-l and 22; and testimony of Senator Alfonse D’ Amato 
before Senate Banking Committee Hearing on Legislation that would make continued 
economic aid to Mexico contingent upon improving anti-drug efforts by Mexico, March 
28, 1996. 

9 Informed sources indicate that money laundering fees in Mexico in July 1996 
ranged between 10 and 20%. 

10 The issue of corruption in the Samper Administration and allegations of narco- 
contributions to the President’s election campaign are discussed in the Department of 
State’s International Narcotics Control Strategy Report, March 1996, on page 84. The 
Statement of Explanation for Colombia attached to Presidential Determination No. 96-13 
of March 1, 1996, which decertifies Colombia, notes that efforts to curb corruption in the 
government by the Colombian Prosecutor General were "undermined by members of the 
Samper Administration, who publicly attacked the Prosecutor General and thwarted their 
own state drug control policy." 
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TABLE 1. The President’s International Narcotics and 
Law Enforcement Affairs FY1997 Budget Request ($000) 





FY1995 


FY1996 


FY1997 




Enacted 


Plan 


Request 


NARCOTICS PROGRAMS 

Latin America 


Bahamas 


700 


700 


800 


Bolivia 


28,219 * 


15,000 


50,000 


Brazil 


1,000 


1,000 


1,000 


Colombia 


26,000 * 


16,000 


25,000 


Ecuador 


500 


500 


850 


Guatemala 


2,100 


2,100 


2,000 


Jamaica 


600 


700 


800 


Mexico 


l 


1,200 


5,000 


Peru 


20,800 * 


15,500 


25,000 


Venezuela 


500 


500 


500 


Latin America Regional 


3,962 


3,700 


5,250 


Subtotal 


84,381 


56,900 


116,200 


Asia/Africa/Europe 


Laos 


2,200 


2,000 


2,500 


Pakistan 


2,500 


2,500 


3,000 


Thailand 


1,800 


1,500 


4,000 


Turkey 


400 


400 


400 


NIS/EUR Regional 


-- 


3,900 


4,000 


Asia/Africa/ME Regional 


1,450 


1,500 


5,000 


Subtotal 


8,350 


11,800 


18,900 


Interregional Aviation Support 


24,952 


25,800 


27,200 


ESF Transfer to INL 


— 


20,000 2 


— 


Total Country Programs 


117,683 


114,500 


162,300 


International Organizations 


7,000 


7,000 


12,000 


Law Enforce . Train. /Demand Reduc. 7,000 


7,000 


12,000 


Prog. Devel. and Support 


6,300 


6,500 


6,700 


TOTAL NARC. PROGRAMS 


137,983 


135,000 


193,000 



INTL. CRIMINAL JUSTICE 3 

Haiti Police Monitor Program 


24,539 


0 


0 


Inti. Criminal Justice Programs 


25,380 


18,200 


20,000 


TOTAL INTL. CRIM. JUSTICE 


49,919 4 


18,200 5 


20,000 


TOTAL INTL. PROGRAMS 


187,902 


153,200 


213,000 



Includes FY1995 FMF funding (Bolivia $3,229 mil.; Colombia $10 mil.) and ESF (Bolivia $13,990 and Peru $5.8 mil.). 
In FY1995 only PD&S support was provided to Mexico from the LA Reg. Account. 

In FY1996, up to $20 mil. ESF Counternarcotics funds will be transferred to INC account ($14 mil. for Bolivia, $4 mil. 
for Peru and $2 mil. for Laos). 

Includes Allocation/Transfer of funds from FSA, SEED Act and ESF for ICJ programs and PKO and ESF Funds 
allocated/transferred from the Haiti Police Monitor Program. 

Includes Allocation of FSA and SEED funds (total $13.2 mil.) and $5 mil. ESF. 

The FY1997 budget only reflects the request for $20 mil. ESF funding. Additional FSA and SEED funding, estimated 
at $20 mil. for ICJ programs, will be included in the USAID budget. 




